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The Australian Budget 


In introducing the 1953-54 budget, Sir Arthur Fadden, 
Treasurer of the Commonwealth of Australia, announced 
tax concessions estimated at £A 118.4 million. The 
income tax rate for individuals is to be reduced by an 
average of some 124% per cent, and a number of addi- 
tional concessions to individual taxpayers will be intro- 
duced. Public companies are to pay 6s. instead of 7s. 
on the first £A 5,000 of taxable income and 7s. instead 
of 9s. thereafter, while private companies will get a con- 
cessionary cut of ls. in equivalent tax rates. Goods 
previously subject to a sales tax of between 20 and 50 per 
cent will in the future be taxed at 16-2/3 per cent or less, 
while a number of articles are to be exempt from sales 
tax altogether. Differential rates of tax on income from 
property are to be removed, and the exemption limits for 
both estate duties and payroll tax will be raised. The 
entertainment tax is to be abolished, and the rates of 
customs duties and excise taxes on spirits will be reduced 
by 21s. per gallon. 

The defense vote has again been fixed at £A 200 mil- 
lion; £A 189 million is to be provided for payments to 
the States, the latter figure being £A 6 million greater 
than expenditure last year. In addition, total expenditure 
on social services in 1953-54 will be £A 18.5 million 
greater than expenditure on this item in 1952-53. 

Total revenue is estimated at £A 982,145,000, and with 
total expenditure at about £A 981,930,000 the Federal 
Treasurer is aiming at a small budgetary surplus of 
some £A 215,000 by the end of the fiscal year. 

In presenting the budget, Sir Arthur Fadden explained 
that the Government has sought, as its primary aim, to 
give the utmost possible encouragement to individual 
effort. to business enterprise, and to individual and col- 
lective saving. 

“Our economy has come through a difficult phase in 
which some basic elements were seriously out of balance. 


Europe 


Third EPU Annual Report 


The Managing Board of EPU reports that. despite the 
difficulties of certain countries, the operation of the 
Union during the third year of its existence was easier 
Intra-EPU trade showed 


a slight fall in terms of value, although there was no 


than during the previous year. 


change in volume. The average percentage of liberaliza- 









Equilibrium has now been restored, but in our judgment 
a positive stimulus is needed to promote higher levels of 
all-round productivity. So far as it is in the power of the 
Government to give that stimulus, this Budget should pro- 
vide it.” 

Sir Arthur said the Government had succeeded in 
achieving economic stability and arresting inflation, but 
that “We must now press on with the great tasks of de- 
veloping our resources, expanding our industries, increas- 
ing our population, and building up our national stand- 
ards of life.” 

“Conditions in Australia today,” he continued, “are 
highly favorable to economic expansion.” Employment 
is high and there are no significant labor shortages. 
Neither are there shortages of coal or steel or building 
materials. “Our export earnings are relatively high and 
our overseas reserves have been-built up again so that 
we can obtain all the essential things we require from 
abroad. We have had an extraordinarily fortunate run 
of seasons which for the time being look like continuing.” 

In conclusion, Sir Arthur said that certain problems 
have to be recognized. One is the problem of costs, 
which during the inflation period had mounted to exces- 
sive levels, especially in some industries. Another is the 
problem of savings, which are still too low to sustain an 
adequate rate of national expansion. A third is the ever 
present problem of increasing productivity. 

The Government believes that the budgetary conces- 
sions are the best form of assistance it can give toward 
the solution of these problems, and feels that the tax cuts 
are being made at “the best possible moment, both 
psychologically and from an economic standpoint, to give 
a strong impetus to effort and enterprise.” 

Source: Treasurer of the Commonwealth of Australia, 
Budget Speech, 1953-54, Canberra, Australia, 
September 9, 1953. 


tion of intra-European trade on private account rose from 
65.9 on September 30, 1952 to 70.7 on June 15, 1953. 
The Board believes that the main considerations in 
determining the rates of interest charged by the Union 
to its debtors and paid to its creditors should be the 
desirability of allowing changes in market rates of 
interest to influence the economic and financial position 
of member countries. and the need for balancing the 
Union's outgoings and receipts on account of interest 


payments. It has, therefore, recommended a slight in- 
crease in the general level of its rates, and that the rate 
payable on debts to the Union should increase more 
steeply than in the past, as the length of time for which 
credit has been outstanding increases. 
are to be reviewed every three months. 

In examining the problems which arise from the fact 
that some European countries will be able to move faster 
and further than others toward currency convertibility 
and complete trade liberalization, the Board expressed 
the view that it would be greatly to be deplored if a 
general move to convertibility and world-wide trade 
liberalization should result for some member countries 
in the need for imposing new restrictions, probably of a 


discriminatory character, on their trade relations with 
others. 


Interest rates 


Some progress has been made in establishing closer 
relations with the International Monetary Fund, and the 
Board hopes and expects that cooperation will continue, 
both as a way of improving the working of the EPU and 
as an important factor in any further move toward con- 
vertibility. The recent decisions of the Fund with regard 
to the use to be made of its resources and the possibility 
of stand-by arrangements seem to point to a possible 
solution for some of the problems with which EPU mem- 
ber countries may be confronted. In another direction, 
cooperation might take the form of a joint examination 
by the two institutions of the situations of countries 
which are members of both. The Union is intended only 
as a temporary system, designed to assist European coun- 
tries until they are able fully to take their place in a 
world-wide system. 

Source: Organization for European Economic Coopera- 
tion, European Payments Union: Third Annual 
Report of the Managing Board, Paris, France, 
September 1953. 


EPU Settlements for August 

The EPU settlements for August transactions did not 
show any very large surpluses or deficits. Switzerland 
had the highest surplus—24.4 million units of account 
(1 unit = US$1). This surplus, which was settled half 
in gold and half in credit, brought Switzerland’s cumula- 
live accounting surplus to about 40 million units above its 
quota. Austria again had a relatively large surplus (18.6 
million units), so that its cumulative accounting surplus 
(61.4 million units) came close to the quota limit of 
70.0 million units; this surplus has been accumulating 
since last May. Germany’s surplus of 12.6 million units 
was much lower than that in July (43.9 million units). 
Turkey had a surplus of 7.0 million units, whereas in 
July it had a deficit of the same amount; settlement was 
received fully in gold. Other countries with surpluses 
in August were Sweden (6.2 million units), the Nether- 
lands (4.0 million units), Italy (2.3 million units), and 
Greece (0.1 million units). 
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The deficits of France (22.0 million units) and the 
United Kingdom (29.5 million units) were considerably 
higher than the respective July deficits of 2.2 million and 
11.2 million units. France had to settle its deficit fully in 
gold, since its cumulative accounting position was in 
excess of its quota, whereas the United Kingdom received 
credit for half of its deficit. Belgium had a deficit of 
9.1 million units, against a deficit of 10.0 million units 
in July; and Norway had a deficit of 8.4 million units, 
of which only 2.5 million units was settled in gold. 
Deficits were also reported for Denmark (4.5 million 
units), Portugal (1.3 million units), and Iceland (0.3 mil- 
lion units). After the August settlements, gold and con- 
vertible assets of the EPU increased from 435.6 million 
units to 441.4 million units. 


Source: Organization for European Economic Coopera- 
tion, Press Release, Paris, France, Septem- 


ber 15, 1953. 


Continental Gold Prices 


On September 7, the European free market buying 
price of gold fell to $36.20 per fine ounce, from $36.50 
in the week ended August 19, and was thus again at 
the lowest level touched since the war. The downward 
movement is attributed to the increased amounts of 
newly mined gold offered on the free market, and to the 
growing confidence in paper currencies which has fol- 
lowed the decline of inflation and reduced the hoarding 
demand for gold. Certain markets, including China, 
which formerly bought gold on a considerable scale, are 
now closed, but there has been little dehoarding of gold. 
Most of the gold that was bought at higher prices is still 
being held. 

Sources: /nvestors’ Chronicle, August 29, 1953, The 
Times, September 8, 1953, and The Financial 
Times, September 8, 1953, London, England. 


Cut in U.K. Bank Rate 


On September 17, the Bank of England reduced the 
Bank rate from 4 per cent to 314 per cent. The Bank of 
England statement explained that, while the Bank rate as 
such—i.e.. the minimum rate at which the Bank of Eng- 
land is prepared to discount approved bills of exchange— 
had been reduced by one-half per cent, no change would 
be made in the Special rate at which the Bank of England 
makes 7-day loans to the market. This Special rate has 
been 31% per cent since March 1952, and the recent 
change has therefore unified both official rates, at 314 
per cent. 

As a result of the reduction in the Bank rate, other 
interest rates have also been modified. The Call Money 
rate has been reduced from 2 per cent to 134 per cent, 
and the rate which banks charge for loans against short- 
dated bonds and other bills has heen lowered from 214 
to 24% per cent. The Clearing Banks also have lowered 
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their interest allowance to holders of deposit accounts, 
from 2 per cent to 134 per cent. 

The reduction in the Bank rate should have substantial 
advantages for the Government. On November 14, £577 
million of 134 per cent Serial Funding Bonds fall due 
for redemption, and on March 1, 1954, £412 million of 
21% per cent National War Bonds are finally redeemable. 
The expected funding of this £989 million of government 
stock should be facilitated by the recent change. 

The Bank of England announcement emphasized that 
the reduction in the Bank rate did not involve any change 
in the tighter monetary policy initiated in November 1951. 
Sources: The Financial Times, September 18, 1953, and 

The Economist, September 19, 1953, London, 
England. 


Anglo-Russian Trade in Silver 


The importation of a substantial amount of silver into 
the United Kingdom from the U.S.S.R. and certain 
Eastern European countries has recently been reported. 
Pending the release of official trade returns, neither the 
exact amount imported is known nor how much is 
destined for re-export to Belgium and other continental 
countries. The bulk of the silver imported was purchased 
against sterling by the U.K. authorities, not only in order 
to increase the supply available for industrial uses, but 
also to accumulate reserves of silver for future repayment 
to the United States. In this connection it will be recalled 
that, during World War II, undivided India procured 
226 million ounces, and the United Kingdom 88.3 million 
ounces, of silver from the U.S. Treasury on lend-lease 
account. Repayment of the Indian portion (including 
Pakistan’s share) was guaranteed by the United King- 
dom. Except for 100 million ounces procured by India, 
all this silver must be returned to the United States on 
an ounce-for-ounce basis within five years from April 
1952, the month when the Japanese Peace Treaty was 
ratified. 

In recent months, the volume of transactions in London 
in both official silver and exportable silver has been in- 
creasing, and the substantial premium which exportable 
silver formerly commanded over the official price has 
been sharply reduced. U.S.S.R. sales of silver, platinum, 
and other metals in London, taken in conjunction with 
sales by other countries, indicate that sterling has now 
become a scarce currency in some parts of the world. 
Source: The Financial Times, London, England, Septem- 

ber 12, 1953. 


Bank of France Discount Rate 


The Bank of France lowered its discount rate from 4 
to 314 per cent on September 17. The 4 per cent rate 
had been established on November 8, 1951. This mea- 
sure has been taken as part of a complex program now 


The part of the 


either under way or in preparation. 
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program already being implemented includes various 
economy and reorganization decrees issued in early 
August and September, the launching of a government 
campaign to persuade businessmen and merchants to re- 
duce their prices, and the planned reduction of expendi- 
ture, notably military, for the 1954 budget. 

Source: Agence Economique et Financiére, Paris, France, 

September 17, 1953. 


Drastic Cuts in the Finnish Budget 


In connection with the government budget for 1954, 
the Finnish Government will introduce in Parliament 
several proposals aimed at cutting government expendi- 
tures and reducing the cost level. (See also this News 
Survey, Vol. V1, pp. 50 and 68.) When introducing the 
budget, the Minister of Finance, Mr. Niukkanen, stated 
that government expenditures are too high, unfavorable 
business cycles have decreased revenue by Fmk 20 billion, 
and the cash crisis is acute. In the new budget, which 
shows a surplus of Fmk 188 million, total revenue is 
estimated at Fmk 152,110 million (US$661.3 million), 
a decline of 15.5 per cent from the 1953 budget, and 
total expenditure is estimated at Fmk 151,921 million 
(US$660.5 million), 23.1 per cent below the budget 
figure for 1953. 

A drastic cut is proposed in expenditures for social 
purposes, which are budgeted at Fmk 19.9 billion 
(US$86.5 million), or Fmk 12.2 billion less than in the 
current year’s budget. The Government has insisted upon 
reducing the children’s allowance, the same proposal that 
was withdrawn last summer after a spirited discussion 
in Parliament. Other savings measures suggested in- 
clude the introduction of a six-year compulsory school 
program instead of the seven-year program established 
in 1948, and several other measures aimed at reducing 
expenditures for schools, e.g., abolition of the system of 
free textbooks and other school materials except for 
families in the lower income brackets. 

The Government has suggested that only Fmk 5 billion 
be granted for housing. (Previously, the Parliament had 
passed a law—which, however, had not been signed by 
the President—providing for yearly contributions of 
Fmk 7.5 billion for housing in the period 1954-59.) Addi- 
tional savings measures include a proposed cut of Fmk 7 
billion in subsidies for agriculture and abolition of some 
government jobs, which will mean a saving of Fmk 3.2 
billion. To counteract unemployment, the budget calls 
for Fmk 9 billion, compared with expenditures of 
Fmk 20 billion last winter when some 60,000 were un- 
emploved. During the coming winter it is expected that 
some 100,000 will be unemployed. 

It is suggested that the income tax, both for private 
persons and for corporations, be reduced by about 
10 per cent, which will mean a reduction of Fmk 6 bil- 


lion in tax revenue. At the same time, some changes 
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are suggested in the sales tax, i.e., an increase for some 
goods but a decrease for raw materials used for indus- 
trial production. 

The Government has also asked Parliament to author- 
ize a long-term loan of Fmk 9 billion (US$39 million) 
and a short-term credit. 

Sources: Norges Handels og Sjgfartstidende, Oslo, Nor- 
way, September 19, 1953; Svenska Dagbladet, 
Stockholm, Sweden, September 20, 1953. 


Economic Developments in Greece 


The adjustment of the Greek price and wage structure 
to the new drachma exchange rate (see this News Sur- 
vey, Vol. V, p. 375) is continuing. Retail prices in 
Athens (as measured by the To Vima index) on Sep- 
tember 8 were 17.2 per cent higher than immediately 
before the devaluation five months earlier; prices of 
import goods had risen by 26.8 per cent; and those of 
domestic goods by 15.2 per cent. The wholesale price 
index for the Athens-Piraeus area (compiled by the 
Bank of Greece) increased by 29.6 per cent between 
March and August. The wage and salary increases so 
far authorized have averaged 10 per cent; these have 
been limited to lower paid groups. 

The continuation of restrictive monetary measures is 
largely responsible for the fact that price increases have 
been relatively moderate. Primarily as a result of extra- 
ordinary taxation measures, the over-all cash position of 
the Government (including receipts from and payments 
for State traded supplies) showed a small surplus of 
115 billion drachmas in the period from April to June. 
At the saine time, the volume of Central Bank credit was 
maintained at about the predevaluation level, while 
expenditures for public investment were kept below re- 
ceipts from foreign aid counterpart funds. As a result 
of these policies the note circulation remained, until 
July 15, at or below the level of March 31. A seasonal 
monetary expansion began, however, in the second half 
of July; this expansion was mainly connected with the 
Government’s price support policy for wheat and the 
credits granted to producers of other farm products. 
On September 4, the note circulation was reported at 
2,819 billion drachmas, 405 billion greater than at the 
end of March. 

The downward trend of industrial production, which 
started in the middle of 1952, was reversed after the 
devaluation. Industrial output in July was 19 per cent 
higher than a year before, or 40 per cent above the 
prewar record. Agricultural output in 1953 is expected 
to surpass substantially that of 1952. when it was about 
10 per cent above prewar. 

Exchange earnings have increased substantially as a 
consequence, in the first place, of a rise in invisible 
receipts. In the period from April to July, exchange 
proceeds from exports amounted to the equivalent of 
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US$33.5 million, compared with $29.9 million in the 
same period a year ago, and proceeds from net invisibles 
were $33.9 million, against $20.3 million a year earlier. 

Internal restrictive policies coupled with devaluation 
created the conditions necessary for liberalization of 
imports. Effective April 17, import licenses of a restric- 
tive character are required for only nine luxury items. 
The import formalities still required for all other com- 
modities are designed primarily to provide statistical 
information. As from July 9, imports financed by credit 
granted by the foreign exporter have been permitted. 
The effect of these measures has, however, been dimin- 
ished by adjustments in customs tariffs. Apart from the 
automatic rise in ad valorem duties, which was a con- 
sequence of devaluation, specific duties were also raised. 
At the same time, action was taken to minimize customs 
duties increases in certain cases, particularly for imports 
of essential foodstuffs. It is further reported that the 
Government is considering additional basic adjustments 
of the customs tariffs, with a view to modernizing them 
and making them the fundamental instrument of the 
country’s commercial policy. Exchange payments for 
imports totaled the equivalent of $75.1 million from 
April to July, i.e., $28.9 million, or 28 per cent, below 
the same period last year. In July, these payments were 
40 per cent greater than in June 1953 and 5 per cent 
greater than in July 1952. The rate of increase is 
reported to have somewhat accelerated since July. 

The drachma price of the gold sovereign has tended 
to rise to a level corresponding to the prevailing free 
dollar price in the world market. The rate for the 
sovereign in Athens increased by 70 per cent, from about 
180,000 drachmas prior to April 9 to 306,000 drachmas 
on September 8. In terms of U.S. dollar notes, the price 
of the sovereign in Athens on September 7 was US$10.20, 
compared with US$10.50 in Paris and US$10.60 in Milan. 
No premiums are reported for black market transactions 
in foreign exchange or bank notes. 

Sources: To Vima, Naftemboriki, and Bank of Greece, 
Monthly Bulletin, Athens, Greece. 


Western Germany's Accounts with 
Payments Agreement Countries 


At the end of August, Western Germany’s credit bal- 
ance against bilateral offset account countries exceeded, 
by $21 million, the total amount of agreed swings, which 
were $208 million. The increase in the credit balance 
in August amounted to $17 million, of which $10 million 
was granted to Argentina. It is possible that in two 
months Argentina will use the agreed swing of $50 mil- 
lion. Chile owes more than the swing of $2.5 million, 
and has now stopped, temporarily, the import of Ger- 
man goods. In recent months, Finland has been able to 
decrease its debt. which had already exceeded the agreed 
swing of $27 million, but trade with Finland is not very 
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Western Germany cannot import large quan- 
tities of Finnish goods, because of high Finnish prices, 
and, therefore, it seems doubtful that the agreed volume 
of trade will be attained. 

Japan also has exceeded the agreed swing of $12 mil- 
lion, while Paraguay has been able to decrease its debt. 
While Spain’s debt increased in August, it is still below 
the agreed swing of $20 million. This debt is likely to 
decrease, however, when deliveries of oranges start. 
Brazil is still the greatest debtor among the bilateral 
offset account countries (see this News Survey, Vol. VI, 
p. 77). 

Source: Handelsblatt, Diisseldorf, Germany, September 9, 
1953. 


Transfer from Western Germany of Yield on Capital 
According to the Pressenotiz des Bundeswirtschajts- 
ministeriums, the transfer from Western Germany of 
capital yields will begin, to a certain extent, when the 
German Debt Agreement comes into force (see this News 
Survey, Vol. V, p. 272). It is planned to authorize the 
transfer of such yields as dividends, profits, and rents, 
due after January 1, 1953, and also interest from old 
capital debts in German currency. Transfers will be 
allowed not only to OEEC countries but also to other 
countries, including the United States, on the condition 
in each case that the creditor’s country has signed the 
Debt Agreement. Priority will be given to creditors who 
were already living abroad on July 15, 1931. 
Source: Bank deutscher Lander, Ausziige aus Pressearti- 


keln, Frankfurt am Main, Germany, August 31, 
1953. 


Middle East 


Egypt’s 1952-53 Cotton Season 

Dr. Gritly, Egypt’s Deputy Minister of Finance, in a 
recent statement on government policy in the 1952-53 
cotton season, reviewed the reasons for closing down, 
in November 1952, the Alexandria Cotton Futures Ex- 
change, the scope of whose operations had become too 
narrow to ensure that the obligation of providing a fair 
price for prospective buyers was fulfilled. During the 
1952-53 season, the Government sustained a loss, esti- 
mated at LE 9.5 million, in marketing the crop. The 
total quantity of last season’s cotton taken over by the 
Egyptian Cotton Commission (ECC) amounted to nearly 
6.9 million kantars (3.26 million of long-staple varieties 
and 3.64 million of medium-staple varieties). This was 
valued at LE 89 million, of which LE 86 million has 
already been paid and the balance is to be paid shortly. 
During the period from December 2, 1952 to August 31, 
1953 the ECC had sold 740,740 bales, for which it re- 
ceived LE 65.7 million. Of this amount, LE 58.7 million 
was in respect of the 1952-53 crop and the balance in 
respect of previous crops. Stocks held by the ECC at the 
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end of August totaled 30,902,000 kantars, of which 
1,245,000 kantars was from previous seasons (1 kan- 
tar = 99.05 pounds). The carry-over for the 1952-53 
season is valued at LE 21.7 million. 

Cotton exports during the season totaled 7.3 million 
kantars, against 5.8 million in the previous season, and 
the quantity consumed locally is reported at almost 
1.5 million kantars; thus the total quantity disposed of 
during the past season was 8.8 million kantars, leaving 
a carry-over of 3.3 million on August 31, against 2.2 mil- 
lion at the end of the previous season. 

The statement also pointed out that the Government 
is sparing no effort in exercising control over production, 
marketing, and exports, in order to help producers, regain 
the confidence of buyers, and open up new markets. In 
view of the success of the past season’s cotton policy, the 
Government has decided to continue it in the present 
season, with very slight modifications. 


Sources: L’Observateur, September 7 and 14, 1953, and 


The Egyptian Gazette, September 13, 1953, 
Cairo, Egypt. 


Cotton Production in Syria 

Syria’s Department of Agriculture has announced that 
prospects for the present cotton season are excellent and 
that the crop is expected to be 30 to 40 per cent higher 
than in 1952 in spite of a reduction in acreage. The 
favorable prospects are due to improved methods of crop 
protection and satisfactory climatic conditions. 

If the expected increase materializes, it may have 
significant effects on the balance of payments, in view 
of the fact that in 1952 cotton exports accounted for 
about 40 per cent of Syria’s total exports. 


Source: Le Commerce du Levant, Beirut, Lebanon, Aug- 
ust 29, 1953. 


Business Activity in Lebanon 

A slump in business activity in Lebanon and a con- 
tinued drop in prices have led the Association of Indus- 
trialists to request the Government to induce the Banque 
de Syrie et du Liban to open a LL 4 million line of credit 
for industrialists. According to the request, the credit 
is to be guaranteed either by the Government or by im- 
movable assets of prospective borrowers. The Associa- 
tion has indicated that, if the eredit is not made available 
immediately, a considerable number of manufacturers 
will have to suspend operations. 


Source: Le Commerce du Levant, Beirut, Lebanon, Aug- 
ust 29, 1953. 


Agricultural Bank in Lebanon 

Lebanon’s Minister of Agriculture has stated that the 
Government has decided to establish an agricultural bank 
with a capital of LL 20 million (US$9.1 million). The 
main purpose of the bank is to provide credit to farmers 
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who, because of the small scale of their operations, have 

encountered difficulty in obtaining credit. 

Source: Le Commerce du Levant, Beirut, Lebanon, Aug- 
ust 29, 1953. 


Import Licensing in Lebanon 


According to a government decree of August 26, 1953, 
soap imports into Lebanon have been made subject to 
import licensing in order to protect the domestic indus- 
try. The extent to which this will curtail soap imports 
is not indicated; however, its effect on the balance of 
payments cannot be significant, in view of the fact that 
in 1952 soap imports accounted for less than 1 per cent 
of total imports. 

Source: Le Commerce du Levant, Beirut, Lebanon, Aug- 


ust 29, 1953. 
New Oil Pipeline in Iraq 


The Basra Petroleum Company will shortly inaugurate 
its new 24-inch, 60-mile pipeline, from the wells at 
Zubair near Basra to Fao, a new petroleum port on the 
Persian Gulf. The new pipeline will enable the company 
to attain an average annual production of 8 million tons 
of crude oil. Although the port of Fao was not opened 
until December 1951, it has already handled 3.5 million 
tons of crude petroleum. 

Source: Le Commerce du Levant, Beirut, Lebanon, Sep- 


tember 5, 1953. 


Far East 


Price Movements in India 

The general index of wholesale prices in India rose 
almost continuously from December 1952 to July 1953, 
and the index in early July was 407 (year ended Aug- 
ust 1939 = 100), compared with 373 in December. This 
rise at a time when prices abroad were still hesitant can 
be explained in part by a fall in domestic production and 
a steep decrease in imports. It does not appear to have 
been due to monetary factors, as the expansion of the 
money supply in the busy season of 1952-53 was not 
abnormal, and there was the usual return of funds in 
the first two months of the current slack season that 
began in early May. 

A review of Indian wholesale price movements in 
recent years shows that from the period January-June 
1950 to April 1951 there was a relatively moderate rise 
of 16 per cent, against an increase of approximately the 
same amount in U.S. prices and a 30 per cent rise in 
U.K. prices. The maximum rise of 157 per cent in 
India’s prices for new jute compared favorably with the 
rise of 215 per cent in crude rubber prices and 163 per 
cent in raw wool prices in the international markets. 

The process of realignment of prices to a normal level 
commenced later in India than in other countries. This 
lag is explained by the continued high demand for most 
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of the raw materials exported by India, and also for jute 
manufactures. 

Toward the close of 1951, the general index of whole- 
sale prices had gradually eased to 433, from the high of 
457 in April 1951. On the supply side, an increase in 
domestic production, mainly industrial, had been coupled 
with a continued import surplus. On the demand side, 
the main force working was the new monetary policy, 
adopted in November 1951, which cut off funds for 
speculative inventory building. 

A severe slump in prices at the end of February 1952 
was attributable mainly to the effects of speculative 
overtrading and the heavy accumulation of stocks of cer- 
tain commodities, including some export commodities. 
By the middle of March 1952, the general index had 
declined to 365, a fall of 21 per cent from the April 
1951 index of 462. 

From March 1952 to early September 1952, the index 
advanced with very little interruption, to 389; this in- 
crease can be attributed to measures taken by the Gov- 
ernment, such as the reduction of export duties, the lift- 
ing of quotas, and restrictions on the destinations of a 
variety of exports, and also to liberal advances granted 
by the Reserve Bank against government securities and 
usance bills. The price recovery helped to restore confi- 
dence shaken by the earlier decline. From September to 
December 1952, prices sagged again as foreign demand 
for some of India’s important export commodities 
declined. 

Sources: Reserve Bank of India, Bulletin, June 1953, and 
Press Summary of the Nineteenth Annual Re- 
port, Bombay, India. 


Loan Flotation in Thailand 


Thailand’s Ministry of Finance is planning to float a 
loan of 500 million baht (US$40 million) for national 
rehabilitation projects. The bonds to be issued will carry 
interest of 6 per cent, which is the highest rate ever to 
be paid on government loans in Thailand. 

Source: Far East Trader, New York, N. Y., September 16, 
1953. 


Japanese Tax Relief Bonds 


By issuing tax relief bonds, the Japanese Government 
is attempting to encourage the flow of savings into fixed 
investment (see this News Survey, Vol. V, p. 290). The 
bonds will be on sale as from August 20. The issue is in 
accordance with the Law Concerning the Special Tax 
Relief Bonds promulgated on August 7. Bonds are to be 
floated in four different denominations( Y 5,000, Y 10,000, 
Y 50,000, and Y 100,000) up to a total of Y 20 billion, 
all of which will be redeemed five years after the date 
of flotation. They will be sold at par and will bear interest 
of 4 per cent per annum, payable twice a year. Partial 


redemption will start three years from the date of issue, | 


and will be completed in three approximately equal in- 
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stallments, the first two series of bonds to be redeemed 
being drawn by lot. 

For the year April 1953-March 1954, an individual 
taxpayer will be entitled to a reduction of his tax obliga- 
tion equivalent to 25 per cent of the value of the tax relief 
bonds purchased by him. It is understood, however, that 
the amount thus written off is not to exceed 20 per cent 
of his income tax liabilities. For corporate taxpayers, the 
tax to be waived is that which falls due on the basis of 
returns filed during the period August 7, 1953 to March 
31, 1954. The tax reduction will be equal to 21 per cent 
of the value of the bonds purchased, but—as for the indi- 
vidual taxpayer—the amount written off cannot exceed 
20 per cent of the tax obligation. 

The tax relief conditions attached to these bonds raise 
their effective yield to a high level. It is estimated that, 
for bonds redeemed after three years, an individual tax- 
payer would enjoy an effective yield of about 14.5 per 
cent. Typical calculations of the yields for different 
holding periods are as follows: 


Holding Period 


3 years 
4 years 
5 years 
3 years 
4 years 
5 years 


Subscriber 
Individuals 


Yield 
14.585 % p.a. 
12.062 % p.a. 
10.564 % p.a. 
12.625 % p.a. 
10.584 % p.a. 
9.354 % p.a. 
Source: Bank of Tokyo, Weekly Review of Economic 


Affairs in Japan, Tokyo, Japan, August 15, 1953. 


Indonesian Trade Surplus 


During the first half of 1953, Indonesian foreign trade 
resulted in a net export surplus of about Rp 291 million, 
contrasted with a small import surplus of Rp 19.3 million 
for the whole of last year. If, however, the oil trade is 
excluded, since most of the oil companies’ transactions 
are still outside the scope of the foreign exchange control, 
Indonesian trade for the six-month period this year would 
show a deficit of about Rp 478 million. During the export 
boom period in 1950 and 1951, the trade surpluses 
amounted to Rp 1.3 billion and Rp 1.7 billion, 


respectively. 


Source: A.N.P.-Aneta News Bulletin, New York, N. Y., 
August 14, 1953. 


” 
Corporations 
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Indonesian Rubber Exports 


Indonesia exported 330,000 tons of rubber, valued at 
Rp 1,653 million, during the first half of 1953; the 
monthly average of 55,000 tons was appreciably lower 
than the monthly average of around 65,000 tons for the 
two-year period, 1951-52. The decline was due entirely 
to the decrease since last year in exports by small holders 
because of the recession in world demand for rubber, 
especially for the relatively inferior quality rubber of 
the small holder. During the two boom years, 1950 and 
1951, average monthly exports of this kind of rubber 
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were, respectively, 43,000 and 48,000 tons, but in 1952 
the average dropped to 39,000 tons, and in the first half 
of the current year, to about 29,000 tons. In contrast, 
exports of estate rubber, which is of a relatively superior 
quality, have increased since last year despite the un- 
favorable developments in the world rubber market; the 
monthly average for last year and for January-June this 
year rose to a new high of about 26,000 tons. 

Source: A.N.P.-Aneta News Bulletin, New York, N. Y., 

August 19, 1953. 


United States and Canada 


U.S. Agricultural Exports 


The value of exports of U.S. farm products was 
$2.8 billion in the year ended June 30, the lowest since 
1944-45 and 31 per cent below the record $4.0 billion 
of a year earlier. Wheat and flour exports declined 
36 per cent; cotton, 52 per cent; and tobacco, 13 per 
cent. The only significant increase was in exports of 
corn, which rose 42 per cent. 

In a statement accompanying the report on exports, 
the Secretary of Agriculture said that reduced demand 
for U.S. farm products emphasizes the need for a more 
effective farm program and for foreign policies to widen 
overseas markets for these products. 

Source: The Journal of Commerce, New York, N. Y., 
September 21, 1953. 


Canadian Construction Activity in 1953 
The value of construction work undertaken in Canada 
during 1953 is expected to reach Can$4,458 million, an 
increase of 7 per cent over 1952; the increase in volume 
is estimated at almost 4 per cent. The greater part of the 
increase is taking place in residential and commercial 
building and in engineering construction. The rise in 
housing construction, which began in the latter part of 
1952, follows two years of declining output; it is esti- 
mated that 90,000-95,000 dwellings will be completed 
during 1953, against 73,000 in 1952. Nevertheless, the 
increase in construction activity during 1953 is the small- 
est recorded since 1946, and there is evidence of keener 
competitive bidding and an easier supply of labor and 
materials. 
Sources: The Globe and Mail, Toronto, Canada, Sep- 
tember 17, 1953; The Gazette, Montreal, Can- 
ada, September 18, 1953. 


Latin America 


Changes in List of Colombia's Prohibited Imports 

Under Decree 2178, Colombia has removed a wide 
range of products, including lighting fixtures, musical 
instruments, pipes, cigarette holders, billiard tables, cal- 
endars, and some foodstuffs, from the list of prohibited 


imports. However, foreign exchange for these imports 
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will not be available at the official rate of 2.51 pesos 
per U.S. dellar..but importers will have to make use of 
the export certificates which were created last year and 
are traded at a premium. 


Source: The Journal of Commerce, New York, N. Y., 
September 3, 1953. , 


Development of the Coffee Industry in Colombia 


The Asociacién Nacional de Exportadores de Café de 
Colombia, in its general circular No. 509, reports that 
the Government of Colombia, by Executive Decree of 
September 1, 1953, created the Banco Cafetero Colom- 
biano, a credit institution entirely devoted to the promo- 
tion of the coffee industry. The new bank has a paid-up 
capital of 50 million pesos (US$20 million). The Board 
of Directors is composed of five members, three selected 
by the National Federation of Coffee Producers and two 
by the Government. The loans of the new institution 
will be devoted to the cultivation, processing, distribution, 
and export of Colombian coffee. 


Source: Federacion Cafetalera Centro America-Mexico- 
El Caribe (FEDECAME), Boletin No. 85, San 
Salvador, El Salvador, September 12, 1953. 


Other Countries 
Australian Basic Pay Adjustments 


An economic experiment begun in Australia in 1913 
was brought to an end on September 12, 1953, when the 
practice of making a quarterly adjustment of the basic 
wage to the cost of living index was abolished by the 
Commonwealth Arbitration Court. The employers’ 
groups which had asked that this system be discarded 
also sought a reduction of the present adult basic wage 
and an increase of the work week to 44 hours, from the 
present 40 hours. A counterclaim for a wage increase 
and a shorter working week was made by the trade 
unions. The Court refused all these requests, except 
suspension of the quarterly basic wage rate; it will give 
Whether any alternative 
machinery will replace the quarterly wage adjustment 
has not been indicated. 


reasons for its rulings later. 


Source: The Financial Times, London, England, Sep- 
tember 14, 1953. 


South African Gold Output 


Gold output in the Transvaal in the first half of 1953 
was 5,461,000 ounces, 18,000 less than in the first half 
of 1952. The output of Free State mines increased, how- 
ever, by 49,000 ounces, to 146,000 ounces. Three more 
mines have come into production in the Free State, mak- 
ing five in all, and a sixth will be added before the end 
of the year. Working costs rose in the Transvaal from 
33s. 8d. per ton milled to 35s. 7d., but in the Free State 
they fell from 46s. 2d. to 43s. 5d. 
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Revenue from gold sales at premium prices amounted 
to £633,143 in the second quarter, which made a total of 
£1,423,000 for the first half of the year, £800,000 less 
than in the first half of 1952. The President of the 
Chamber of Mines has stated that, despite the fall in 
premium gold prices, the volume purchased by private 
buyers remains significantly high and there has been no 
difficulty in disposing of the 40 per cent of output which 
is permitted to be sold on the free market. He also 
stated that representations had been made to the Minister 
of Finance for an increase in the amount of gold allo- 
cated to nonmonetary sales, but that it had been decided 
that the time was not opportune for such an increase. 
Source: Barclay’s Bank (Dominion, Colonial and Over- 

seas), Overseas Review, London, England, Aug- 


ust 1953. 
Credit Policy in Southern Rhodesia 


The directive issued by the Government of Southern 
Rhodesia to banks to limit credit facilities has been with- 
drawn because it is considered that the period of inflation 
is, over. Mr. Graftey-Smith, financial adviser to the 
Government, has stated that the balance of payments has 
improved greatly, with a consequent increase in banking 
liquidity. In the 18 months following the Common- 
wealth Finance Ministers’ Conference of January 1952, 
commercial balances in London rose to over £17 million. 
Trade figures also greatly improved, and there was no 
evidence of monetary inflation remaining in Southern 


Rhodesia. 
Source: The Times, London, England, September 4, 1953. 


Corrigendum 


Volume VI, No. 12, September 18, 1953, p. 95, item 
“Danish-British Butter Agreement”: The first sentence 
should read, “. . . Danish export prices were increased 
from DKr 6.42 per kilogram in the year October 1, 1952- 
September 30, 1953 to DKr 6.56 per kilogram, or 345s. 
per cwt., in the coming year.” 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 


The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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